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Correspondence in connection with the report of the 
Lewis W. Douglas mission on sterling-dollar problems 
was released on August 24, after the report had been 
submitted to President Eisenhower. Toward the end of 
last March, the President had appointed Mr. Douglas 
to study the economic and financial problems that had 
been raised earlier that month during discussions in 
Washington by representatives of the U.S. and U.K. Gov- 
ernments (see this News Survey, Vol. V, p. 277). 

Mr. Douglas’ letter which accompanied the report rec- 
ords a condensation of his views “on the questions of 
trade and currency, particularly as they are related to 
sterling”. It states that the “national interests of the 
United States are deeply affected by the status of sterling 
and the financial strength of the sterling area... . Be- 
cause sterling is a world currency, its fuller convertibility 
is essential to the restoration of economic freedom in 
large parts of the world. Other currencies may become 
convertible, but, in the absence of convertibility of 
sterling, the influence on the international economic 
environment will be limited. . . . It is doubtful whether 
the world can recover a high degree of economic freedom 
or whether American exports—so important to large 
segments of our country—can enter foreign markets 
without benefit of continued American subventions and 
subsidies, unless sterling makes further progress toward 
its own emancipation.” 

The letter lists the major causes of the unbalance be- 
tween sterling and the dollar as follows: 

“l. The weakening of U.K. competitive power resullt- 
ing from the existence of sellers’ market conditions and 
opportunities for protected trade financed by repayment 
of sterling debt, and also from inflexibility in costs and 
immobility of resources; 

“2. The change in the pattern and composition of the 
foreign trade of the United Kingdom; 

“3. The change in the U.K.’s position from the world’s 
biggest creditor to the world’s biggest debtor; 

“4. The greatly increased resources, internal and 
external, which the United Kingdom has had to devote 
to defense and overseas commitments generally; 

“5. The inability of the United Kingdom to devote 
adequate resources to industrial investment because of 
the burden of defense and indebtedness and the worsened 
terms of trade with which were associated a high level 
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of total government expenditure, a protracted burden of 








heavy taxation and a prolonged shortage of private 
savings; 

“6. The worsening of the climate for private inter- 
national investment generally; 

“7, The fluctuation in volume of purchases by business 
communities of the main exportable commodities of the 
sterling area, and the resulting movements in price which 
have often been aggravated by contemporaneous and 
similar fluctuations in the volume of purchases by 
governments; 

“8. The maintenance by the United States of trade 
policies which were more appropriate to a debtor than 
to a creditor country; the persistent and stubborn main- 
tenance by us of the policy of protecting the American 
market and subsidizing American services which foreign 
enterprise can more effectively and cheaply render. 

“A review of these causes makes it crystal clear that 
monetary measures alone cannot produce the solution 
that is needed to neutralize the increasingly persistent 
tendency of the United States payment position to be 
in surplus with the rest of the world. 

“This analysis of the sources of the pressures on 
sterling indicates that its position may now be too sen- 
sitively balanced to submit it to the strains and stresses 
of free convertibility before a number of conditions have 
been fulfilled.” 

After discussing briefly the steps that the British Gov- 
ernment has already taken to strengthen sterling, the 
report states that “more remains to be done if sterling 
is to acquire sufficient strength and resilience to stand 
It is for the British 
Government to devise its own further corrective meas- 


the rigorous test of convertibility. 


ures. It is for us as soon as possible to commence to 
remove from our own policies the impediments to freer 
trade and currencies. 

“For thirty years the barriers that we have erected 
against imports into the United States have been incom- 
patible with and have operated against the reestablish- 
ment of international economic and financial health and 
equilibrium.” The United States, for some time the 
world’s greatest creditor, “can no longer pursue the pro- 
tectionist policies of a debtor nation and hope to escape 
from government intervention. restrictionism, state plan- 
ning and discrimination against American products in 
the international markets. It may be that a liberalization 
of our restrictive protectionist policy in and of itself 
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will not produce easily or in short order a financial bal- 
ance between the dollar and sterling but it would con- 
tribute substantially to the creation of an environment 
of world trade in which convertibility, at the appropriate 
time, could be safely considered with confidence that it 
would endure.” 

Fully aware that time would be required to pass 
legislation aimed at establishing a freer U.S. trade policy, 
Mr. Douglas suggests that in the interval the U.S. Gov- 
ernment make a prompt announcement that it is the 
determined policy of the United States to work toward 
simplification of its customs practices and a progressive, 
vigorous, and consistent relaxation of its restrictive for- 
eign trade legislation. 

While another contribution to basic solutions would 
be an increase in private investment of dollars in foreign 
countries, Mr. Douglas states that this is not likely to 
occur in adequate amounts in the immediate future, 
chiefly because of the large opportunities for profitable 
employment of capital in the Western Hemisphere. To 
provide a reasonable transition from a period in which 
U.S. dollars, through public agencies, have been invested 
overseas to a period when the flow of private capital 
hecomes adequate, he suggests that it may be more 
practicable to focus attention on a variety of valid devices. 
He mentions the work of the International Bank for 
Reconstruction and Development and the British Com- 
monwealth Development Corporation, and also sug- 
gests that U.S. banking houses might participate in ster- 
ling loans made by London banks with some sort of 
British guarantee of a rate of exchange and an Export- 
Import Bank guarantee of the transferability of the par- 
ticipating dollars. Measures should also be developed to 
abate the violent fluctuations in the prices and the vol- 
ume of the major raw materials that enter into inter- 
national trade. One approach might be to develop co- 
ordination between governments so that purchases by 
public agencies may be used for the purpose of mitigat- 
ing the effect of cyclical movements in critical materials. 
Source: The White House Office, Press Release, Denver, 

Colorado, August 24, 1953. 


Europe 
EPU Settlements for July 


The most noteworthy developments in EPU operations 


in July were the large surpluses reported for Germany 
and Austria and the sharp decline in the French deficit. 
As in June, Germany’s surplus of 43.9 million units 
(1 unit = US$1) was the largest; it was settled half 
in gold and half in dollars and brought the country’s 
cumulative accounting surplus to 621.2 million units, i.e., 
121.2 million units above the quota limit. Austria had 
the next largest surplus (18.1 million units, against 
15.4 million in June), which also was settled on a 50 per 
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cent basis. The only other countries with surpluses in 
July were Switzerland (7.2 million units) and Sweden 
(3.6 million units) ; Switzerland exceeded its quota by 
15.5 million units. 

The French deficit dropped to 2.2 million units, from 
56.8 million units in June. About 14 million units of 
this improvement was due to a Sw fr 60 million loan 
received from Switzerland and passed through EPU. 
Another part of the improvement represents the liquida- 
tion of bear operations against the franc and the delayed 
repatriation of export proceeds following the termination 
of the Cabinet crisis. The French cumulative accounting 
deficit has reached 733.4 million units, of which 421.4 
million units has been settled in gold and dollars. Belgium 
had a deficit of 10 million units, compared with a surplus 
of 5.4 million units in June. Italy’s deficit (11.1 million 
units) was lower than that for June (15.3 million units) 
partly for seasonal reasons, e.g., tourist receipts. Other 
countries with deficits were the United Kingdom (11.2 
million units), Denmark (7.2 million units), the Nether- 
lands (7.0 million units), Norway (6.5 million units), 
Greece (5.5 million units), Turkey (7.0 million units), 
Portugal (4.9 million units), and Iceland (0.3 million 
units) . 

Sources: The Financial Times, London, England, 
August 18, 1953; Agence Economique et 
Financiére, Paris, France, August 19, 1953. 


Changed Pattern of U.K. Trade 


Despite the easing last spring of restraints upon im- 
ports from OEEC countries and the greater freedom for 
some hard currency imports consequent upon the reopen- 
ing of commodity markets, British imports from non- 
sterling sources in the first half of this year amounted 
to only 53 per cent of total imports—a proportion that 
contrasts with 62 per cent for the first half of 1952. 
Exports to the non-sterling area rose from 51 per cent of 
total exports to 54 per cent. Non-sterling imports dropped 
by 24.2 per cent, while total imports fell by 11.5 per cent; 
but non-sterling exports fell by only 4.9 per cent, com- 
pared with a 9.5 per cent decline for total exports. The 
gross visible deficit for the first half of 1953 was there- 
fore about equally divided between trade with the non- 
sterling and sterling areas, as it was in the second half 
of 1952, whereas in the first half of 1952 it was attribu- 
table almost wholly to trade with the non-sterling area. 

The Economist states that the pattern of trade is not 
likely to be altered substantially in the second half of 
this year. Although some further easing of restraints 
upon imports from OEEC countries is generally expected, 
it will take time for any such concessions to show their 
full impact; on the other hand, a further relaxation of 
restrictions can be expected in Australia and other sterl- 
ing markets. The rise in imports from the sterling area 
in the first half of this year reflected in large part 
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greater shipments of raw wool and cocoa; the value of 
raw wool imports was 66 per cent higher than in the 
second half of 1952 and 36 per cent higher than in the 
first half of that year. 

The value of exports to the non-sterling area was about 
the same as in the second half of 1952; an increase 
averaging £5 million per month in exports to the dollar 
and OEEC countries was offset by a decline in exports 
to other non-sterling countries, owing to smaller ship- 
ments of engineering goods to restricted markets in 
Finland, Egypt, Brazil, and Argentina. Larger shipments 
of chemicals and refined petroleum accounted for most of 
the increase in exports to OEEC countries. Exports to 
the sterling area were £5 million a month above those 
in the second half of 1952; the increase was spread over 
nearly all groups of manufactures, but was particularly 
marked in the metals and engineering groups. 

Source: The Economist,’ London, England, August 22, 
1953. 


Annual Report of the Bank of France 


After a detailed review of economic and monetary 
developments in France in 1952, the Annual Report of 
the Bank of France states the following conclusions: “In 
the field of credit, the year 1952 has shown developments 
and over-all results which, at first glance, are more satis- 
factory than those in the previous year. In particular, 
there was hardly any change in short-term credit to busi- 
ness, in contrast to 1951 when such credit had almost 
doubled. This stability was due to various causes: the 
banks observed the credit limits imposed on them in the 
fall of 1951; the demand for credit by business was less 
pressing as fears about the future of the currency became 
much less acute, price stability appeared, and production 
and sales remained in a state of relative stagnation. 

“This last factor probably was the most important 
influence; when it is taken into account. the picture for 
1952 certainly is decidedly less favorable than it would 
have been if credit to business had remained within rea- 
sonable limits and a new expansion in economic activity 
had taken place at the same time. The picture is even 
less satisfactory when it is recalled that, while there was 
hardly any increase in short-term credit, medium-term 
credit expanded considerably, as shown by the doubling 
during the year of the item “medium-term credits” redis- 
counted by the Bank of France. This increase is ex- 
plained by an increase in medium-term credits granted by 
the banks to business and by an increase in rediscounts 
by specialized credit institutions and the Bank of France. 
Both developments are regrettable. The first shows that 
the capital market remains much too narrow in view of 
the policy of large investments throughout the country 
and of the competition between private and public needs. 
The second development is proof that neither the banks 
nor the specialized institutions have adequate resources 


to extend medium-term credits, so that the Central Bank 
is called upon to rediscount a large part of them, thereby 
increasing the money supply on the one hand, while 
trying to restrict its expansion on the other. Only a 


revival of substantial savings, available to the capital 
market, could prevent this inflationary financing of invest- 
ments, which are vital to the economic progress of the 
country; the revival of savings must remain one of the 
fundamental goals of financial and monetary policy. 


“It is not the role of the Central Bank to present a 
blueprint for a policy of economic recovery. But there 
does not seem to be room for dispute as to what should 
be the immediate aims of such a policy. First, the 
budgetary deficit must be reduced considerably, by cut- 
ling expenditures and reforming the tax system, to 
enable the Treasury to meet its obligations without 
monopolizing the money markets excessively or without 
recourse to the Central Bank. Second, official monetary 
reserves of gold and foreign exchange must be built up 
again, in order to re-establish the revolving fund essential 
for our foreign trade and to permit us to face interna- 
tional competition again. Finally, it will be necessary 
to revive savings so that the increase in the productive 
equipment of the country can take place without a con- 
current depreciation of the franc. 

“Such a recovery program obviously will take time 
and cannot be carried out without sacrifices; it is, how- 
ever, both essential and possible. The privations that it 
would entail do not compare with the damage caused by 
inflation, and the public would prefer to make the neces- 
sary sacrifices rather than endure an incurable evil. 
Observation of other countries shows that those where 
production has made the greatest strides, where savings 
have been best maintained, and where employment and 
living standards have reached the highest level are the 
countries which have been able to safeguard or re- 
establish the values of their currencies.” 

Sources: Le Monde, August 7, 1953, and Agence Eco- 
nomique et Financiére, August 7, 1953, Paris, 
France. 


Steel Production in the Netherlands 


Crude steel production in the Netherlands, although 
modest when compared with the output of other Schuman 
Plan countries. is rising at a rate which is higher than 
the rate of increase in those other countries. It is esti- 
mated that by the end of this year crude steel production 
in the Netherlands will meet more than half of the 
requirements of the country’s steel mills. During the 
first half of 1953, crude steel output reached 419,000 
metric tons, compared with 290,000 metric tons in the 
corresponding period of 1952. Crude steel consumption 
in the Netherlands in 1952 amounted to 1,680,000 metric 
tons; however, the recent inauguration of a new high- 
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speed strip mill will probably result in greater consump- 
tion this year. 

The Netherlands imports most of the raw materials 
needed by its steel industry; in 1952 imports of iron ore 
amounted to 1,182,000 metric tons and of coke, to 193,000 
tons. It also imports large quantities of finished steel 
(1,038,000 tons in 1952). 

Source: The Journal of Commerce, New York, N. Y., 
August 23, 1953. 


Denmark’s Bacon Exports to United Kingdom 


A new contract signed for Danish exports of bacon 
to the United Kingdom covers the period from October 
1953 to September 1956. The British Ministry of Food 
has agreed to buy 230,000 tons of bacon in 1953-54, and 
200,000 tons in each subsequent year. The 1953-54 price 
will be 237s. 6d. per cwt., c.i.f. British east coast ports, 
a reduction of 7.45 per cent from the current price. 
In the following two years, the price may be changed 
within a limit of 10 per cent. 

Since Danish domestic prices and export prices to 
secondary markets usually follow price movements vis-a- 
vis the United Kingdom, it is estimated that the new 
contract will lead to a decrease of DKr 130 million 
(US$18.8 million) in Danish farm income. 

Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, August 14, 1953. 


Adjustment of Salaries in Denmark 


The latest Danish cost of living index which is used 
in determining salaries for the civil servants has de- 
clined, which means that the salaries will be automatically 
decreased. The civil servant organizations have declared 
that they are pleased at the decrease in the cost of living, 
and that they will not ask for a revision of salary scales 
in order to retain their present salaries. 

Source: Politiken (Weekly Overseas Edition), Copen- 
hagen, Denmark, August 9-11, 1953. 


Finnish Stabilization Problem 


The program to deal with the present economic crisis 
in Finland (see this News Survey, Vol. VI, p. 50) has 
been discussed by the Parliament, but a majority vote 
on the bills could not be obtained. Therefore, the Gov- 
ernment has withdrawn the bills, but will remain in office. 
It is expected that certain of the withdrawn measures will 
be incorporated in the Government’s budget proposal 
for 1954 which will be presented to the Parliament when 
it meets again on September 15. 

Source: Hufvudstadsbladet, Helsinki. Finland, August 6. 
1953. 


New Public Debt Issue in Spain 


The Spanish Public Debt Administration will issue, 
in the name of the Government, 3 billion pesetas of 
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bonds bearing 4 per cent interest per annum, payable 
half yearly, tax free, and amortizable over 40 years start- 
ing January 1, 1957. The proceeds of the issue will be 
used mainly toward the construction and electrification 
program of the railroads and the construction of hydro- 
electric plants. 


Source Espana Economica, Madrid, Spain, July 11, 


1953. 


Development of Southern Italy 


During the month of June, the Cassa del Mezzogiorno 
(the agency responsible for the industrialization and 
rehabilitation of southern Italy) let contracts for 20 bil- 
lion lire, which is one fifth of its yearly appropriation. 
Of this amount, 18 billion lire was for public works and 
1.6 billion to finance new plants, hotels, and grain silos. 
The contracts for public works included 8 billion lire 
for land reclamation, 3 billion for highways, 4 billion 
for water works, and the remainder for railroad and 
miscellaneous construction. 

Sicily has made considerable economic progress in the 
past few years under the development plan, which is 
financed largely by the Cassa del Mezzogiorno. During 
the past two years, 184 new plants have been established 
and others converted, $64 million having been invested 
so far in the industrialization of Sicily. The island, 
however, remains largely agricultural, and production in 
this sector has increased this year, owing to larger credits, 
more irrigation, and prevention of land erosion. 


Sources: 24 Ore, Milan, Italy, July 29, 1953; Economic 
News from Italy, New York, N. Y., July 31 and 
August 7, 1953. 


New Yugoslav Foreign Exchange Regulation 


On July 8, the Economic Board of the Federal Execu- 
tive Council of Yugoslavia issued a regulation permitting 
the newly established Foreign Trade Administration to 
instruct the National Bank of Yugoslavia to place speci- 
fied amounts of foreign exchange, from the Fund for the 
General Foreign Exchange Needs of the Government, to 
be sold to importers of specified raw materials on the 
markets where retained exchange is sold, or on new 
markets specially established for the sale of foreign ex-- 
change from this Fund. 

The foreign exchange surrendered by exporters to 
the National Bank, as distinguished from the foreign 
exchange remaining at their disposal under the retention 
quota system (see this News Survey, Vol. VI, pp. 43 and 
60), is the source of exchange for the Fund for the 
General Foreign Exchange Needs of the Government. 
Hitherto, foreign exchange from this Fund has been 
administratively allocated to importers who have paid 
for this exchange at the official rates, or at multiples of 
the official rates established by applying to the basic 
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exchange rates coefficients that vary for the different 
import commodities. For example, if the import cost is 
$1, and the coefficient applying to that import is 3, the 
importer pays the official rate of exchange, 300 dinars, 
times the coefficient, 3, i.e., 900 dinars. Since the coeffi- 
cient system applies to the market for retained exchange, 
it presumably will also apply to the new market. On the 
retained exchange market, the importer pays the official 
rate of exchange multiplied by the coefficient plus the 
difference between the official rate and the rate at which 
the foreign exchange is purchased on the market. For 
example, in the case cited above, if the importer, instead 
of having the foreign exchange allocated to him, buys 
it on the retained exchange market at a quoted rate of 
450 dinars (the official rate of exchange being 300), he 
actually pays (300 times 3) plus (450 minus 300), or 
1,050 dinars per U. S. dollar. 

Through its control over the coefficients applying to 
individual imports, the Government can exercise a large 
measure of administrative control over the demand for 
the foreign exchange supplied on the market; and under 
the new regulation, the Government may also limit the 
number of buyers eligible to purchase on the market 
foreign exchange derived from the Fund for the General 
Foreign Exchange Needs of the Government. 

Under the terms of the new regulation, the profits 
from sales on the market of foreign exchange derived 
from this Fund will be deposited in a special account 
with the National Bank. In the previously cited example 
these profits would amount to 150 dinars. 


Source: Sluzbeni List, Belgrade, Yugoslavia, July 8, 1953. 


Middle East 


Wheat In Egypt 


Final estimates of the Egyptian Ministry of Agriculture 
indicate that the area under wheat in 1953 is 1,790,323 
acres, and that production is expected to be 10,311,000 
ardebs of wheat. The yield per acre is expected to be 
5.76 ardebs. Last year, 1,402,005 acres produced 
7,260,000 ardebs. 

It is expected that the amount still to be imported this 
year will not exceed 500,000 tons, obtainable within 
Egypt’s quota under the International Wheat Agreement. 
This is in addition to the 170,000 tons that have already 
been obtained under the Agreement. 

The Egyptian Production Council has invited inter- 
national and Egyptian business establishments to bid on 
two silos; one, with a capacity of 40,000 tons, is to be 
erected in Cairo, and another, of 30,000 ton capacity, in 
Alexandria. The successful bidder, which must be an 
Egyptian limited liability company, is expected to finance 
and administer these silos and to control all processes 
needed. 
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Sources: Al Ahram, Cairo, Egypt, August 3, 12, and 17, 
1953. 


Exchange Regulations in Syria 

A recent regulation of the Syrian exchange office per- 
mits Syrian exporters to sell, and approved Syrian banks 
to buy, the expected proceeds of exports prior to the 
realization of these proceeds. The sale and purchase of 
the foreign exchange can take place at any time between 
the date on which the export contract is finalized and 
the date on which the foreign exchange is received. The 
exchange rate applicable to the transaction is the rate 
prevailing on the date of the transaction. 

The purpose of the regulation is to make it possible for 
Syrian exporters to transfer the risk of fluctuating ex- 
changes to approved banks and also to circumvent Leban- 
ese brokers who had hitherto assumed this risk. 
Source: Le Commerce du Beirut, 


August 12, 1953. 


Levant, 


Lebanon, 


Syria’s Cotton Exports 


The area devoted to the cultivation of cotton, Syria’s 
most important export commodity (39 per cent of total 
exports in 1952 and 42 per cent in 1951), has been re- 
duced from approximately 4.2 million acres in 1952 to 
3.8 million in 1953. It is, however, expected that the 
crop and cotton exports will be larger than in 1952, as a 
result of improved methods of cultivation. 

Sources: Le Commerce du Levant, Beirut, Lebanon, 
July 22, 1953; Middle East Economist and 
Financial Service, Forest Hills, N. Y., Au- 
gust 1953. 


Development in Iraq 


The Iraqi Development Board has awarded to a German 
firm a contract of ID 2.7 million for the construction 
of two bridges over the Tigris River at Baghdad. A 
British firm which is a subsidiary of a U. S. concern 
was awarded an ID 1.2 million contract for the erection 
of an asphalt plant at Qayarab; this work will take 27 
months. A Lebanese firm was awarded a contract of 
ID 0.7 million to build new houses of Parliament in 


Baghdad. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., August 10, 1953. 
Far East 


India’s Balance of Payments 


According to the Indian Finance Minister, India’s 
balance of payments for the first quarter of 1953 showed 
a surplus on current account of Rs 170 million (US$35.7 
million). 


Source: Embassy of India, /ndiagram, Washington, D. C., 
August 20, 1953. 





70 


Indian Jute Crop 


Latest estimates of this year’s raw jute crop in India 
place production at a minimum of 3.5 million bales. The 
Pakistan crop is estimated at 4 million bales. The two 
together are considered sufficient to meet the requirements 
of the Indian jute mills and also to cover Pakistan’s 
exports to Europe. 

The quality of the Indian jute crop this year is re- 
ported to be as good as the best Pakistan jute. This is 
attributed to the restriction of sowing to better land and 
to the delayed sowing on account of the drought. 
Source: The Financial Times, London, England, Au- 

gust 11, 1953. 


Thailand’s Tobacco Production in 1953 


Thailand’s production of flue-cured tobacco in 1953 is 
estimated at about 17.6 million pounds; the 1935-39 
annual average was 4.2 million pounds. Considerable work 
is being done by the Tobacco Monopoly to encourage 
production of flue-cured tobacco and to improve the 
quality through research and better cultivation prac- 
lices. Prices paid to farmers for tobacco by the Mo- 
nopoly compare favorably with prices of other agricul- 
tural commodities and, therefore, encourage continued 
output. 

Source: Department of Agriculture, Foreign Agriculture 
Circular, Washington, D. C., July 24, 1953. 


Foreign Exchange and Trade Control in Taiwan 


By order of the Executive Yuan, a Foreign Exchange 
and Trade Control Commission was established in Taiwan 
on July 15. Its work will be supervised by the Economic 
Stabilization Board (see this News Survey, Vol. VI, p. 22). 
The Commission will be responsible for screening and 
making recommendations on matters relating to exchange 
rates, settlements of foreign exchange derived from ex- 
ports, the promotion of exports, ordinary outward re- 
mittances, the screening and allocation of foreign ex- 
change for general imports, the screening and allocation 
of foreign exchange for industrial raw materials and 
equipment required by government and private enter- 
prises, imports to be financed with self-provided foreign 
exchange, matters pertaining to foreign exchange and 
foreign trade control, and matters referred to the Com- 
mission by the Provincial Government and/or other 
agencies for its consideration. 

After the Commission had been set up, its Commis- 
sioner stated that its basic policy would be to give priority 
to imports of industria! raw materials and equipment 
over manufactured goods and to imports of daily neces- 
sities over nonessentials and semiluxuries; to coordinate 
closely imports financed by government exchange with 
those financed by U. S. aid; and to regulate prices 
charged by private importers so that their profit, calcu- 
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lated on the basis of the certificate rate, will not be 

excessive. 

Source: Bank of China, Bi-Monthly Economic Review, 
Taipei, Taiwan, July-August 1953. 


Japan's Balance of Payments 


According to a survey by the Bank of Japan for the 
first half of 1953, total exchange payments of $1,151 
million were $140 million greater than receipts. There 
was a deficit equivalent to $212 million in transactions 
with the sterling area, a deficit of $69 million with the 
open account area, and a surplus of $141 million with 
the dollar area. 

Of the receipts, $454 million was from nontrade items. 
This figure included $378 million for special procurement 
and U. S. Army expenditures, which was smaller than 
the figure for either the first half of 1952 ($440 million) 
or the second half ($384 million). 

The trade deficit was $493 million. Imports were sub- 
stantially above those in either the first or the second 
half of 1952 (28 per cent above the first half and 17 
per cent above the second half); exports, however, fell 
24 per cent below those in the first six months of 1952, 
and were practically the same as in the second half of 
the year. Exports to the dollar area increased, while 
imports from that area declined. The reverse was true 
with respect to the sterling area. 

Source: Toyo Keizai Shimpo, Tokyo, Japan, August 1, 
1953. 


Discontinuance of Japanese Special Imports 

On August 17, the Japanese Government made its last 
allocation of dollars and sterling for the so-called special 
imports, which are considered to be daily necessities for 
foreign residents, but which are luxuries for the Jap- 
anese. The system of special imports has been discon- 
tinued because Japanese officials are of the opinion that 
many goods thus imported have been bought by Japanese. 
The allocation for special imports amounted to. $13. mil- 
lion for the period October 1951 to March 1952, and 
$15 million for the period April 1952 to March 1953. 
The allocation’ for the period April to September 1953 
was $3.4 million, to be utilized for importing fruits, 
butter, cheese, radios, watches, and some other items. 
Source: The Journal of Commerce, New York, N. Y., 

August 18, 1953. 


Revision of Japanese Export Bonus Plan 


Japan’s Ministry of International Trade and Industry 
has announced that, effective August 20, the Japanese 
Government has introduced a new import entitlement 
system that will allow Japanese exporters to count ster- 
ling balances toward buying goods from dollar areas. 
The new system supersedes all previous arrangements 
under which only income from exports to dollar areas 
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could be used to pay for imports. Under the new plan, 
the exporters will be allocated 10 per cent of the value 
of their exports to be used freely for obtaining imports. 
The sterling and dollars thus allocated can be used for 
imports from all currency areas. The currencies of 
open account areas can be used to import goods from 
other countries within the area, but not from the sterling 
and dollar areas. Goods importable with the allocated 
foreign currency will be limited to a list of 185 specified 
goods, provided these goods are to be re-exported as 
finished goods. This list will be effective only up to the 
end of September; a new list will go into effect as of 
October 1. 


Source: The Journal of Commerce, New York, N. Y., 
August 18, 1953. 


Philippine Adjustment of Dollar Quotas for Industry 
The Governor of the Philippine Central Bank has stated 
that the Central Bank will adjust dollar quotas for in- 
dustries to assure their continued operation. Priorities 
will be given to those industries producing essential 
goods. Applications for increased allocations will have 
to be supported by production records of the industries. 
Source: Department of Foreign Affairs, News from the 
Philippines, Manila, Philippines, June 22, 1953. 


Creation of Flour Control Office in the Philippines 


The Philippine Price Stabilization Corporation has 
authorized that a Flour Control Office be set up to super- 
vise the sale and distribution of flour in the Philippines. 
Flour consumers already registered with PRISCO will be 
allocated the same amount to which they were entitled 
prior to the issue of the new order. 

Source: Philippine American Chamber of Commerce, 
Weekly Bulletin, New York, N. Y., August 7, 
1953. 


Cessation of Philippine Rice Imports 

The General Manager of the National Rice and Corn 
Corporation (NARIC) has reported that the Philippines 
will not have to import any rice before next December. 
According to statistics of the Department of Agriculture 
and National Resources, rice production this year exceeds 
that of the last harvest by more than 2 million cavanes 


(88,000 metric tons). In addition, the NARIC still 
has stocks of more than 20,000 tons of imported rice. 


Source: Department of Foreign Affairs, News from the 


Philippines, Manila, Philippines, June 22, 1953. 


United States 


Closing of U.S. Synthetic Rubber Plant 

As a result of falling demand, especially after the 
spring peak in automobile tire manufacture, the U.S 
Reconstruction Finance Corporation is to close in Sep- 


71 


tember its largest synthetic rubber plant, with a monthly 
output of 5,000 tons. It is estimated that the consump- 
ion of synthetic rubber, which amounted to about 175,000 
tons in each of the first two quarters of this year, will 
fall to 130,000 tons in the third quarter and 136,000 tons 
in the fourth. RFC inventories of general purpose (GR-S) 
rubber are likely to reach 80,000 tons at the end of 
September, which is. only 5,000 tons below the legal 
limit. The fall in demand for synthetic rubber is largely 
the result of a shift to the natural product, which fell 
in price from 50 cents per pound in March 1952 to 25 
cents in March 1953; synthetic rubber is sold at 23 cents. 
Sources: The Journal of Commerce, New York, N. Y., 
August 20 and 21, 1953. 


Latin America 


Withdrawal of Venezuela From Gran Colombiana 
Merchant Fleet 


It was announced on July 26 that Venezuela had with- 
drawn from the Gran Colombiana Merchant Fleet. The 
fleet had been operating since July 5, 1947, and 90 per 
cent of its capital was provided by equal contributions 
from Colombia and Venezuela, the remaining 10 per cent 
being contributed by Ecuador. Its assets totaled 60.5 
million Colombian pesos at the time of Venezuela’s with- 
drawal. Venezuela will receive seven ships, with a total 
tonnage of 33,383 gross tons, in return for its capital 
contribution. Of the remaining twelve ships, Colombia 
will keep nine (34,833 gross tons) and Ecuador three 
(16,114 gross tons). The principal Venezuelan share- 
holders are the Agricultural Bank and the Venezuela 
Development Corporation. 

Sources: El Nacional, Caracas, Venezuela, July 24, 25, 
and 26, 1953. 


New Development Legislation in Eucador 


By emergency legislation of July 23, the Ecuadoran 
Government abolished’ the Institute for Economic De- 
velopment and the Development Corporation created in 
1949, and established a new System of Developmental 
Credit in place of the former law for economic develop- 
ment. Under this new System, a System of Development 
Banks assumes all the functions formerly assigned to the 
Institute and the Corporation. The purposes of the De- 
velopment Banks are to promote the exploitation of 
Ecuador’s natural resources, to improve the techniques 
of production, and to raise the standard of living in 
Ecuador through the planning and financing of develop- 
ment projects. The System of Development Banks con- 
sists of the National Development Bank located in Quito 
and of Provincial Development Banks located or to be 
established in the capital cities of every province in the 
country. The National Development Bank will be in 
charge of directing and controlling the operations of the 
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Provincial Development Banks and of administering 
the enterprises formerly directed by the Development 
Corporation. 

The System of Development Banks will operate with 
its own capital resources and will take over the assets 
and liabilities of the Institute and the Corporation. In 
addition, the 14.55 per cent of the revenues derived 
from the 33 per cent and 44 per cent ad valorem tax 
on import permits on lists B and C (semiessential and non- 
essential imports), respectively, earmarked by the Law of 
Exchange Controls for development purposes, will be 
assigned to the capital resources of the System. 


Source: El Comercio, Quito, Ecuador, July 24, 1953. 


Agricultural Credit in Paraguay 


The Banco del Paraguay has announced new regula- 
tions for the extension of credits by the Bank for imple- 
menting government policies designed to promote agri- 
culture. The Banco del Paraguay is a state bank which 
operates with its own resources and with funds obtained 
from the Paraguayan Central Bank. 

Under the new regulations, credits to finance agricul- 
tural production may be extended either in cash or in the 
form of agricultural equipment and implements. Credit 
in cash will be extended for the clearing of land, plough- 
ing, sowing, and harvesting. The amount of this type 
of credit will be related to the area under cultivation. 
Under the second type of credit, the Banco del Paraguay 
will supply the beneficiary with equipment, implements, 
and transport equipment out of its own stocks or, alterna- 
tively, will buy the required equipment for the account 
of the beneficiary of the credit. The Banco del Paraguay 
will supervise the proper utilization of the credit. 

All farmers who work independently will qualify as 
beneficiaries of the agricultural credit provided under 
this regulation, except those farmers who borrowed 
from, and are indebted to, the Institute of Supervised 
Agricultural Credit, which is also a government-owned 
credit institution. 

The amount of the credits, the repayment plan, the rate 
of interest, and the guarantee offered will be determined 
in each case under a formal “budgetary and investment 
contract” to be entered into between the lending institu- 
tion and the credit recipient. 

Sources: El Pais, Asuncion, Paraguay, July 15 and 16, 
1953. 


Uruguay’s Foreign Trade 

Uruguay had a trade surplus equivalent to US$62.7 mil- 
lion in the first half of 1953, with exports at 
$151.8 million and imports at $89.1 million. In the 
same period of 1952 there was a trade deficit of 
$51.1 million. Total wool exports during the first nine 
months (October 1952-June 1953) of the wool year 
amounted to 225,149 bales, compared with only 48,122 
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bales during the corresponding period of 1951-52. Wool 
stocks from the 1951-52 carry-over and the 1952-53 clip 
were estimated at only 10,000 bales, largely of coarser 
grades, at the end of June. The United Kingdom has 
been the most important consumer of Uruguayan wool 
this season. 

The foreign-owned meat packing plants, which began 
work in April after a six-month shutdown, have grad- 
ually accelerated operations to meet the demand for 
bulk meat under the contract with the United Kingdom 
(see this News Survey, Vol. V, p. 340) and for canned 
meat, to be shipped chiefly to the United States. The 
Government has established an export quota of 50,000 
metric tons of meat, live carcass equivalent, for the period 
April-December 1953. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., August 3, 1953. 


Fund Executive Director 


Dr. Otmar Emminger, member of the Board of Di- 
rectors of the Barik deutscher Lander, has been elected 
Executive Director of the Fund for the Federal Republic 
of Germany and Yugoslavia. He succeeds Dr. Otto 
Pfleiderer, who recently resigned. Dr. Emminger has 
appointed Dr. Otto Donner as his Alternate. 


Corrigenda 


Vol. VI, No. 6, August 7, 1953, p. 47, item “U. S. 
Customs Simplification”: The last sentence should read, 
“The new legislation also eliminates a provision in the 
Tariff Act of 1930 that duties be levied on either the 
entered or final appraised value, whichever is the higher; 
in the future duties will be levied on the final appraised 
value.” 

Vol. VI, No. 7, August 14, 1953, p. 53, item “Tea 
Production in Pakistan”: The first sentence should read, 
” . the capital investment of that industry being 
estimated at PRs 400 million.” 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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